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Officer Bearers Act and the Minister of Provindal and Local Government's determination in accordance with this Act. 


Mr S D Mbhele 
Municipal Manager 
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Statement of Financial Position as at 30 June 2014 


2014 2013 

Note(s) R R 


Assets 

Current Assets 

Inventories 

Receivables 

(increase)/ decrease in trade receivables 

VAT receivable 

Consumer debtors 

Cash and cash equivalents 


Non-Current Assets 
investment property 
Property, plant and equipment 
Receivables 
Plantation investments 

Total Assets 

Liabilities 

Current Liabilities 
Other financial liabilities 
Finance lease obligation 
Payables from exchange transactions 
Consumer deposits 

Unspent conditional grants and receipts 
Provisions 


Non-Current Liabilities 
Other financial liabilities 
Finance lease obligation 
Employee benefit obligation 

Total Liabilities 
Net Assets 

Net Assets 
Reserves 

Revaluation reserve 
Accumulated surplus 

Total Net Assets 


8 

184,482 

165,559 

5 

- 

80,217 

9 

746,596 

367,810 

10 

1,628,105 

2,832,789 

11 

8,356,408 

9,471,379 

12 

59,638,099 

33,134,891 


70,552,690 

46,052,645 

2 

1,632,000 

1,686,000 

3 

169,539,671 

141,890.019 

5 

500 

500 

7 

22,163,740 

20,075,689 


193,335,911 

163,652,208 


263,888,601 

209,704,853 


15 

- 

77,032 

16 

251,623 

448,899 

19 

7,687,968 

9,554,033 

20 

499,428 

506,111 

17 

17,225,234 

13,182,220 

18 

5,057,331 

6,171,594 


30,721,584 

28,939,889 

16 


3,185 

16 

239,013 

440,208 

6 

6,958,000 

5,638,000 


7,197,013 

6,081,393 


37,918,597 

35,021,282 


225,970,004 

174,683,571 


13 

26,468,400 

26,468,400 


199,501,604 

148,215,171 


225,970,004 

174,683,571 
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Performance 



Note(s) 

2014 

R 

2013 

R 

Revenue 




Revenue from exchange transactions 

Afforestation Scheme sales 


7,997,192 

7,764,187 

Service charges 

23 

23,360,280 

21,014,983 

Rental of facilities and equipment 


45,590 

113,368 

Licences and permits 


2,139,724 

2,369,988 

Other income 

26 

594,005 

680,945 

Interest received - investment 


3,249,569 

1,592,461 

Gains on disposal of assets 


- 

110,000 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 


37,386,360 

33,645,932 

Taxation revenue 

Property rates 

22 

11,681,696 

10,115,572 

Property rates - penalties imposed 

22 

654,668 

462,729 

Transfer revenue 

Government grants & subsidies 

24 

50,774,519 

43.051.406 

Capital grants 


34,943.468 

27,102,243 

Fines 


909,951 

261 ,206 

Actuary gain 


335,000 

- 

Total revenue from non-exchange transactions 


99,299,302 

80,993,156 

Total revenue 

21 

136,685,662 

114,639,088 

Expenditure 

Personnel 

28 

(28,113,096) 

(27,782,689) 

Remuneration of councillors 

29 

(5,833,760) 

(6,206,979) 

Afforestation Scheme general expenses 

30 

(3,747,007) 

(3,496,616) 

Afforestation Scheme cost of sales 


(4,637,697) 

(4,220,150) 

Depreciation and amortisation 

34 

(7,142,459) 

(4,852,231) 

Finance costs 

35 

(72,382) 

(103,583) 

Debt impairment 

31 

1,185,001 

(891,299) 

Repairs and maintenance 


(2,029,943) 

(2,229,836) 

Bulk purchases 

41 

(18,332,109) 

(17.329,196) 

Contracted services 

39 

(629,557) 

(364,132) 

Grants and subsidies paid 

40 

(240,160) 

(220,000) 

Loss on disposal of assets 


(348,725) 

- 

Genera! Expenses 

27 

(21 ,982,335) 

(19,856,750) 

Total expenditure 


(91,924,229) 

(86,553,460) 

Operating surplus 


44,761,433 

23,085,628 

Changes in value of plantation 

33 

2,064,252 

2,957,366 

Surplus for the year 


46,825,685 

31,042,994 
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Statement of Changes in Net Assets 



Revaluation 

reserve 

R 

Accumulated 

surplus 

R 

Total net 
assets 

R 

Opening balance as previously reported 

Adjustments 

26,468,400 

103,641,317 

130,109,717 

Change in accounting estimate 

- 

7,907,798 

7,907,798 

Prior year adjustments 

- 

5,623,062 

5,623,062 

Balance at 01 July 2012 as restated* 

Changes in net assets 

26,468,400 

117,172,177 

143,640,577 

Surplus for the year 

- 

31 ,042,994 

31,042,994 

Total changes 

- 

31,042,994 

31 ,042,994 

Balance at 01 July 2013 

Changes in net assets 

26,468,400 

152,675,919 

179,144,319 

Surplus for the year 

- 

46,825,685 

46,825,685 

Total changes 

- 

46,825,685 

46,825,685 

Balance at 30 June 2014 

Note(s) 

26,468,400 

13 

199,501,604 

225,970,004 
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Cash flows from operating activities 
Receipts 

Sale of goods and services 
Grants 

Other receipts 
Other cash item 


Payments 
Employee costs 
Suppliers 
Finance costs 
Other cash items 


Net cash flows from operating activities 

Cash Hows from Investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
plantation Investments 

Net cash flows from investing activities 
Cash flows from financing activities 
Finance lease payments 

Net lncrease/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


Note(s) 


42 


2014 

R 

2013 

R 

33,542,786 

85,592,987 

17,424,889 

(335,695) 

31,262,526 

70,153,649 

13,222,913 

136,224,967 

114,639,088 

(33,946,856) 

(49,203,705) 

(72,382) 

7,672,985 

(32,989,668) 

(48,907,659) 

(103,583) 

(7,809,597) 

(75,549,958) 

(89,810,507) 

60,675,009 

24,828,581 

(81,208,279) 

49,634,591 

(2,088,051) 

(21.978,880) 

1,705,228 

(2,922,768) 

(33,761,739) 

(23,196.420) 

(410,062) 


26,503,208 

33,134,891 

1,632,161 

31,502,730 
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UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended 30 June 2014 



1. Presentation of Financial Statements 

The financial statements have been prepared in acconlance witii the Standards of Generally Recognised Accounting Practice 
(GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the . 

These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost 
convention as the basis of measurement, unless spedfied otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied in the preparation of these financial 
statements, are disclosed below. 

These accounting policies are consistent with the previous period. 

1.1 Presentation currency 

These financial statements are presented In South African Rand, which is the functional currency of the municipality. 

1.2 Changes in Accounting Policy and Comparability 

Accounting Policies have been consistently applied, except where otherwise indicated below: 

For the year ended 30 June 2014 the Municipality has adopted the accounting framework as set out above. 

The Municipality changes an Accounting Policy only if the change : 

a) is required by a Standard of GRAP; or listed below: 

GRAP 21: Impairment of Non-cash -generating Assets 

GRAP 23; Revenue from Non-exchange Transactions ( Taxes and Transfer) 

GRAP 24: Presentation of Budget information in Finandal Statements - issued November 2007 

GRAP 25: Employee Benefits 

GRAP 26: Impairment of Cash-generating Assets 

GRAP 103: Heritage Assets 

GRAP 104: Financial Instruments 

b) results in the Annual Financial Statements providing reliable and more relevant information about the effects transactions, 
other events or conditions have on the performance or cashflow 
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1 .3 Critical Judgements, Estimations and Assumptions 

The following are the critical judgements, apart from those involving estimations, that the management have made in the 
process of applying the Municipality's Accounting Policies and that have the most significant effect on the amounts recognised 
in Annual Financial Statements. 

Revenue Recognition 

Accounting Policy clause 9.1 on Revenue from Exchange Transactions and Accounting Policy clause 9.2 on Revenue from 
Non-exchange T ransactions describe the conditions under v\rtiich revenue will be recorded by the management of the 
Municipality 

In making their judgement, the management considered the detailed criteria for the recognition of the revenue as set out in 
GRAP 9 (Revenue from Exchange Transactions) as far as Revenue from Non- Exchange Transaction is concerned{See basis 
for Preparation above), and in particular, whether the Municipality, when goods are sold, had transferred to the buyer the 
significant risks and rewards of ownership of the goods and when services is rendered, whether the service has been rendered. 
The Management of the Municipality is saitisfied that recognition of the revenue in the current year is appropriate. 

Financial Assets and Liabilities 

The classification of Financial Assets and Liabilities, into categories, is based on judgement by management, 
impairment of financial Assets 

Accounting Policy Clause 6.4 on Impairment of Financial Assets describes the process followed to determine the value with 
which financial assets should be impaired . In making the estimation of the impairment, the management of the Municipality 
considered the detailed criteria impairment of financial assets as set out In IAS 39: Financial instruments - Recognition and 
Measurement. The management of the Municipality is satisfied that impairment of financial assets recorded during the year is 
appropriate. 

Useful Lives of Property, Plant and Equipment 

As described in the Accounting policy clauses 2.2, 3.2 and 4.2, the Municipality depreciates/amortises its Property, Plant and 
Equipment and Intangible assets over the estimated useful lives of the assets, taking into account the residual values of the 
assets at the end of their useful lives, which is determined when the assets are available for use. The useful lives and residual 
values of the assets are based on the industry knowledge. 

Impairment: Write down of Property, Plant and Equipment and Inventories 

Significant estimates and judgements are made relating to Property, Plant and Equipment impairment tests and write down of 
inventories to Net Realisable Values. 

1 .4 Going Concern Assumption 

These annual financial statements have been prepared on the assumption that the municipality will continue to operate as a 
going concern for at least the next 12 months. 

1.5 Standards, Amendments to Standards and Interpretations issued and adopted 

The following GRAP standards have been issued and have been adopted by the municipality: 

GRAP 21 : impairment of Non-cash -generating Assets 

GRAP 23: Revenue from Non-exchange Transactions (Taxes and Transfer) 

GRAP 24: Presentation of Budget information In Financial Statements - issued November 2007 

GRAP 25: Employee Benefits 

GRAP 26: Impairment of Cash-generating Assets 

GRAP 103: Heritage Assets 

GRAP 104: Financial instruments 


The following standards, amendments to standards and Interpretations have been issued have been adopted by the 
municipality: 
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Accounting Policies 


1 .6 Investment property 
Initial Recognition 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a finance 
lease) held to earn rentals and/or for capita! appreciation, rather than held to meet service delivery objectives, the production or 
supply of goods or services, or the sale of an asset In the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets the 
definition of investment property. However, where an investment property was acquired through a non-exchange transaction 
(i.e. where it acquired the investment property for no or a nominal value), its cost is its fair value as at the date of acquisition 

The cost of seif-constructed investment property is the cost at date of completion. 

Subsequent Measurement - Cost model 

Investment property is measured using the cost model. Under the cost model, investment property is carried at cost less any 
accumulated depredation and any accumulated impairment losses. 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the 
assets. Components of assets that are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The annual depreciation rates are based on ttie following estimated average asset lives: 

item Useful life 

Investment Property 30 years 

Compensation from third parties for investment property that was Impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 

Property interests held under operating leases are classified and accounted for as investment property in the following 
circumstances; 

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of operations, are as follows: 

Susbequent Measurement 

Investment property is measured using the fair value model. Under the fair value model, investment property is carried at its 
fair value at the reporting date. Any gain or loss arising from a change In the fair value of the property Is included in surplus or 
deficit for the period in which it arises. 

Investment property is measured using the cost model and is estimated at cost less accumulated depreciation and 
accumulated impairment losses. Depreciation is calculated on cost, using the straight-line method over the useful life of the 
property, which is at 20 -30 years. Components of assets that are significant in relation to the whole asset ant that have 
different useful lives are depreciated seperately The gain or loss arising on the disposal of an investment property is 
determined as the difference between the sales proceeds and the carrying value and is recognised in the Statement of 
Performance. 

1.7 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (Induding Infrastructure assets) that are held for use in the 
supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during more than one 
period. 

Property, plant and equipment is initially measured at cxjst. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating In the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 
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1 .7 Property, plant and equipment (continued) 

Where an asset Is acquired through a non-exchange transaction, its cost Is its fair value as at date of acquisition. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is 
deemed to be equal to the fair value of that asset on the date acquired. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part Is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the Item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them 
during more than one period. Similarly, If the major spare parts and servidng equipment can be used only In connection with 
an item of property, plant and equipment, they are accounted for as property, plant and equipment.. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses except for which is 
carried at revalued amount being the fair value at the date of revaluation less any subsequent accumulated depredation and 
subsequent accumulated impairment losses. 


Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. 


SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

Subsequent to initial recognition, land and buildings are carried at a revalued amount, being its fair value at the date of 
revalutaion less any subsequent accumulated depredation and impairment losses. 

An increase in the carrying amount of an asset as a result of a revalutation is credited directly to a revaluation surplus reserve, 
except to the extent that it reverses a revaluation decrease of the same asset previously recognised In surplus or deficit. 

A 

decrease in the carrying amount of an asset as a result of a revaluation Is recognised in surplus or deficit, except to the extent 
of any credit balance existing in the revaluation surplus In respect of that asset. 

SUBEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation 
and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 

Where the municipality replaces parts of an asset, It derecognises the part of the asset being replaced and capitalises the new 
component. Subsequent expenditure incurred on an asset Is capitalised when it increases the capacity or future economic 
benefits associated with the asset. 

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would 
be determined using fair value at the end of the reporting period. 
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1 .7 Property, plant and equipment (continued) 

When an item of property, plant and equipment is revalued, my accumulated depreciation at the date of the revaluation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaluation equals its revalued amount. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset. 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. 

The revaluation surplus in equity related to a spedfic item of property, plant and equipment is transferred directly to retained 
earnings as the asset Is used. The amount transferred Is equal to the difference between depreciation based on the revalued 
carrying amount and depreciation based on the original cost of the asset. 

DEPRECIATION AND IMPAIRMENT 


Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

Property, plant and equipment is carried at cost less accumulated depredation and any impairment losses. 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depredation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity 
such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or defidt to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect 
of that asset. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Landfill sites 
Roads 

» Roads and Paving 
Community 
® Buildings 
® Recreational Facilities 
® Security 

Other property, plant and equipment 
• Specialist vehicles 
® Other vehicles 
9 Bins and containers 
Heritage assets 
® Buildings 

9 


Average useful life 
20 

30 

30 

30 

30 

2-15 

2-15 

2-15 

30 
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1 .7 Property, plant and equipment (continued) 

Finance lease assts 

® Office equipment 5 

® Other assets 5 

Landfill sites 


The residual value, and the useful life and depredation metiiod of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate in the 
Statement of Financial Performance. 

The municipality tests for impairment where there is an Indication that an asset may be impaired. An assessment of whether 
there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an item of property, 
plant and equipment is greater than the estimated recoverable amount (or recoverable service amount), it is written down 
immediately to its recoverable amount (or recoverable service amount) and an impairment loss is charged to the Statement of 
Financial Performance. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation charge for each period is recognised In surplus or deficit unless it is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included In surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-current assets held for sale. Proceeds from sates of these assets are recognised as revenue. AH cash 
flows on these assets are included in cash flows from operating activities in the cash flow statement. 

Derecognition of Property, Plant and Equipment 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an 
item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying value and 
is recognised in the Statement of Financial Performance. 

1 .8 NON-CURRENT ASSETS HELD FOR SALE 

INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale If their carrying amount will be recovered through a sale 
transaction rather than through continuing use. This condition Is regarded as met only when the sale is highly probable and the 
asset (or disposal group) is available for immediate sale in its present condition. Management must be committed to the sale, 
which should be expected to qualify for recognition as a completed sale wittiin one year from the date of classification. 

SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair value less costs to 
sell. 

A non-current asset is not depreciated (or amortised) Wiiiile It is classified as held for sale, or while it is part of a disposal group 
classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are recognised in surplus 
or deficit. 
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1.9 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the Municipality 
has complied with any of the criteria, conditions and obligations embodied in the agreement. To the extent that the 
criteria .conditions or obligations have not been met a liability is recognised. 

1.10 Intangible assets 

INITIAL RECOGNiTiON 

An intangible asset is an Identifiable non-monetary asset without physical substance. Examples include computer software, 
licences, and development costs. The municipality recognises an intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential that are attributable to the asset will flow 
to the municipality and the cost or fair value of the asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


Intangible assets are initially recognised at cost. 
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1.10 intangible assets (continued) 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an intangible asset is acquired In exchange for a non-monetary asset or monetary assets, or a combination of monetary 
and non-monetary assets, the asset acquired Is initially measured at fair value (the cost). If the acquired item’s fair value was 
not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

SUBEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amoritisation and impairments. The cost of an intangible 
asset is amortised over the useful life where that useftjl life is finite. Where the useful life is indefinite, the asset is not 
amortised but is subject to an annual impairment lest. 

AMORTISATION AND IMPAIRMENT 

Amortisation Is diarged so as to write off the cost or valuation of intangible assets over their estimated useful lives using the 
straight line method. The annual amortisation rates are based on the following estimated average asset lives: 

Computer software 3-5 yrs 


The amortisation period and the amortisation metiiod for an intangible asset with a finite useful life are reviewed at each 
reporting date and any changes are recognised as a change in acounting estimate in the Statement of Financial Performance 


The municipality tests intangible assets with finite useful lives for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an Indication of possible impairment is done at each reporting date. Where the 
carrying amount of an item of an intangible asset is greater than the estimated recoverable amount (or recoverable service 
amount), it Is written down immediately to its recoveraWe amount (or recoverable service amount) and an impairment loss is 
charged to the Statement of Financial Performance. 


DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or service 
potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an intangible asset is 
determined as the difference between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 

1.11 Event after the reporting date 

Events after the reporting date that are classified as adjusting events have been accounted for in the Annual Financial 
Statements . The events after the reporting date that are dassified as non adjusting events after the reporting date have been 
disclosed in the Annual Financial Statements. 

1.12 Related parties 

Individuals, as well as their dose family members, and/or entities are related parties if one party has the ability, directly or 
indirectly, to control or Jointly control the other party or exerdse significant influence over the other party in making financial 
and/or operating decisions. Key management personnel is defined as the Municipal Manger, Chief Financial Officer and ail 
other managers reporting directly to the Municipal Manager or as designated by the Municipal Manager 

1.13 Investments 

Investments, which include listed government bonds, unlisted munidpa! bonds, fixed deposits and short-term deposits invested 
In registered commercial banks, are categorised as either held-to-maturity where the CTlteria for that categorisation are met, or 
as loans and receivables, and are measured at amortised cost. Where Investments have been impaired, the carrying value is 
adjusted by the impairment loss, which is recognised as an expense in the period that the impairment is identified. Impairments 
are calculated as being the difference between the carrying amount and the present value of the expected future cash flows 
flowing from the instrument. On disposal of an investment, the difference between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financial Performance. 
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1.14 Financial Instruments 
INITIAL RECOGNITION 

Financial instruments are intitally recognised at fair value. 

Initial recognition 

Finandai instruments are intitally recognised at fair value. 

Subsequent measurement 

Financial Assets are categorised according to their nature as either finandai assets at fair value through profit or loss, held-to 
maturity, loans and receivables, or available for sale. Financial liabilities are categorised as either at fair vaiue through profit or 
loss or financial liabilities carried at amortised cost ("other”). The subsequent measurement of financial assets and liabilities 
depends on this categorisation and. in the absence of an approved GRAP Standard on Financial Instruments, is in accordance 
with IAS 39. 

1.15 Leases 

Finance leases as lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an are 
transferred to the municipality .Property .plant and equipment or intangible assets subject to finance lease agreements are 
initially recognised at the lower of the asset's fair value and the present value of the minimum lease payments. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured as the sum of the minimum 
lease payment due In terms of the lease agreement, discounted for the effect of interest. In discounting the lease payments the 
municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair value 
of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies 
applicable to property, plant.equipment or intangibles. The lease liability is reduced by the lease payments, which are allocated 
between the lease finance cost and the capital repayment using the effective interest rate method. Lease finance costs are 
expensed when incurred. The lease asset is depreciated over the shorter of the asset's useful life or the lease term. 

Municipality as lessor 

Amounts due from lessees under finance leases are recorded as receivables at the amount of the net investment in the leases. 
The receivables is calculated as the sum of all the minimum lease payments to be recieved. plus any unguaranteed residual 
accruing to the municipality, discounted at the interest rate Implicit in the lease .The receivable is reduced by the capital portion 
of the lease instalments recieved .with the interest portion being recognised as interest revenue on a time proportionate basis 
The accounting policies relating to derecognition and impairment of financial instruments are applied to lease recievables. 

Operating leases - lessor 

Operating lease income is recognised as revenue on a straight line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease income . 

income for leases is disclosed under revenue in statement of financial performance. 

Operating leases -lessee 

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are 
recognised as an expense in the Statement of Financial Performance accrued on a straight-line basis over the term of the 
relevant lease. 
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1.16 Housing development fund 

The Housing Development Fund was established In terms of the Housing Act. (Act No. 107 of 1997). Loans from national and 
provincial government used to finance housing selling schemes undertaken by the municipality were extinguished on 1 April 
1998 and transferred to a Housing Development Fund. Housing selling schemes, both complete and in progress as at 1 April 
1998. were also transferred to the Housing Development Fund. In terms of the Housing Act, ail proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the Housing Development Fund can be used only to finance housing developments within the 
municipal area subject to the approval of the Provincial MEC responsible for housing. 

The Housing Development Fund is cash-backed and is dedicated to housing needs. The cash was generated by the sale of 
plots some years ago, and expenditure thereof is subject to approval of the Housing Board. 

1.17 Changes In accounting policies, estimated and errors 

Changes in Accounting Policies that are effected by management have been applied retrospectively in accordance with GRAP 
3 requirements, except to the extent that it is impracticable to determine the period -specific effects or the cumulative effect of 
the change in policy in such cases the municipality reestated the opening balances of assets, liabilities and net assets for 
earliest period for which retrospective restatement is practicable. Refer to the note for details of changes in accounting policies 

Changes in Accounting Estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes in 
estimates are dtsclosured in the notes to the annual ^nancial statements where applicable. 

Correction of Errors Is applied retrospectively in the period In which the error has occurred in accordance with GRAP 3 
requirements, excepr to the extent that it is impracticable to determine the period-specific effects or the cumulative effect of the 
error. In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest 
period for which retrospective is practicable. 

The municipality identified and disclosed the impact of GRAP standards that have been issued but are not yet effective In 
accordance with the requirements of GRAP 3. 

1.18 Afforestation 

The Harding Afforestation Scheme (the Scheme) is managed by NCT Tree Farming (Pty) Ltd (NCT) and NCT is paid a 
management fee for this service by the Scheme. The Scheme's annual net profit accrues to the Umuziwabantu Municipality 
(DM). In terms of the agreement between NCT and UM certain fixed assets and the plantations under the control of the 
Scheme are the property of, and will remain the property of, the Umuziwabantu Municipality. Biological assets (plantation 
inventories) are stated at fair value less estimated point of sale costs, based on the present value of net future cash flows from 
the asset discounted at a market determined pre-taxation rate. Increases or decreases in value are recognised in the income 
statement. 

All expenses incurred in maintaining and protecting the assets are recognised in the income statement. Finance charges are 
not capitalised. 

1.19 Inventories 
Initial Recognition 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, transport costs and any other 
costs in bringing the inventories to their ojrrent location and condition. Where inventory is manufactured, constructed or 
produced, the cost includes the cost of labour, materials and overheads used during the manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i-S- a non-exchange transaction), the cost is 
deemed to be equal to the fair value of the item on the date acquired. 

Subsequent Measurement 
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1.19 Inventories (continued) 

inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of 
cost and net realisable value unless they are to be distributed at no or nominal charge, in which case they are measured at the 
lower of cost and current replacement cost. Redundant and slow-moving inventories are identified and written down in this 
way. Differences arising on the valuation of inventory are recognised in the Statement of Financial Performance in the year in 
which they arose. The amount of any reversal of any write-down of inventories arising from an increase in net realisable value 
or current replacement cost is recognised as a reduction In the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

The carrying amount of inventories is recognised as an expense In the period that the inventory was sold, distributed, written off 
or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 

Consumable stores are valued at the lower of cost and net realisable value. In general, the basis of determining cost is the 
weighted avarege method Redundant and slow-moving Inventories are identified and written down from cost to net realisable 
value with regard to their estimated economic or realisable values 

1.20 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised In the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely Independent of the cash Inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depredation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset In an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either; 

(a) the period of time over which an asset Is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to Its 
recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in 
surplus or deficit 

An impairment loss is recognised for cash generating units if ttie recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment toss is allocated to reduce the carrying amount of the assets of the unit as follows: 

T 0 the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

The municipality assesses at each reporting date whether there Is any indication that an impairment loss recognised in prior 
periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable amount of those 
assets are estimated. 
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1.20 impairment of cash-generating assets (continued) 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined had no impairement loss been recognised for the assets in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. 

1.21 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual interest In the assets of an municipality after deducting ail of its 
liabilities. 

1.22 Employee benefits 

Employee benefits are all forms of consideration given by an Umuziwabantu Municipality in exchange for service rendered by 
employees. 

Termination benefits are employee benefits payable as a result of either: 

® Umuziwabantu Municipality’s decision to terminate an employee’s employment before the normal retirement date; 
or 

* an employee’s decision to accept voluntary redundancy in exchange for those benefits. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 

The municipality provides retirement benefits for Its employees . Contributions are made to the Natal Joint Municipal Pension 
Fund to fund the obligations for the payment of retirement benefits in accordance with the rules of the three defined benefit 
funds it administers. Contributions are charged as an expense in the Statement of Financial Performance In the year that they 
become payable. 

The funds are actuarially valued every three years using the discounted cash flow method. Any deficits identified by the 
actuary are recovered from participating municipalities in the form of surcharges added to the Contributions which are charged 
as an expense in the Statement of Financial Performance in the year that they become payable. 

Post-employment benefits 

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of 
employment. 

Post-employment benefit plans are formal or informal arrangements under which a municipality provides post-employment 
benefits for one or more employees. 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans 
where the municipality’s obligation under the schemes is equivalent to those arising in a defined contribution retirement benefit 
plan. 
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1.22 Employee benefits (continued) 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over v/hich the obligations are to 
be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. 
The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

® estimated future salary increases; 

» the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

« estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan, if, and only if, either: 

» those changes were enacted before the reporting date; or 

® past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future dianges in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 

1.23 Provisions and contingencies 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note . Annua! Financial 
Statements. 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past events, it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting sheet date and adjusted to reflect the current best 
estimateWhere the effect is material, non-current provisions are discounted to their present value using a pre-tax discount rate 
that reflects the market's current assessment of the time value of money, adjusted for risks specific to the liability (for example 
in the case of obligations for the rehabilitation of land). 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there 
is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into account in 
measuring a provision. Provisions are not recognised for future operating losses. The present obligation under an onerous 
contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a 
provision have been met; 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for terminating their services; 

- the expenditures that will be undertaken; and 

- when the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to 
implement that plan or announcing its main features to fliose afl'ected by it. 

1.24 Revenue from exchange transactions 

Service charges relating to refuse removal are raised by means of a rate, and the rate is recognised when the legal entitlement 
to this revenue arises.Collection charges are recognised when sudi amounts are legally enforceable. Penalty interest on 
unpaid rates is recognised. 

Interest and rentals are recognised on a time proportion basis 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividends 
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1.24 Revenue from exchange transactions (continued) 

Revenue arising from the application of the approved tariff of diarges is recognised when the relevant service is rendered by 
applying the relevant gazetted tariff .This includes the issuing of licences and permits. 

income for agency services is recognised on a monthly basis once the income collected on behalf of agents has been 
quantified. The income recognised is in terms of the agency agreement. 

Revenue from the sate of goods is recognised when Wie risk is passed to the consumer. Revenue from public contributions is 
recognised when all conditions associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such items of property, plant and equipment are brought into use. Where public 
contributions have been received but the Municipality not met the condition, a liability is recognised 

1.25 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an municipality, whidi 
represents an increase in net assets, other than increases relating to contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the redpient as specified or future economic benefits or service potential must be 
returned to the transferor. 

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can 
exclude or othenvise regulate the access of others to that benefit. 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity In 
exchange. 

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an 
municipality either receives value from another municipality without directly giving approximately equal value in exchange, or 
gives value to another municipality without directly receiving approximately equal value in exchange. 

Revenue from property rates is recognised when the legal entitlement to this revenue arisesCollection charges are recognised 
when such amounts are legally enforceable. 

Penalty interest on unpaid rates is recognised on the time proportion basis. 

Fines constitute both spot fines and summonses. 

Revenue from spot fines and summonses is recognised when payment is received. 

Donations are recognised on a cash receipt basis or where the donation is in the form f property,plant and equipment when 
such items of property, plant and equipment are rought into use. 

Contributed property, plant and equipment is recognised when such Items of property, lant and equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fi'uitless and wasteful expenditure is based on legislated procedures, 
including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the recovery 
thereof from the responsible councillors or officials Is virtually certain. 

1.26 Trade payables and borrowings 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial iiaibilities held at amortised 
cost, are intitiaily recognised at fair value and subsequently measured at amortised cost which is the initial carrying amount, 
(ess repayments, plus interest. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 
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1.27 Comparative figures 

Budgeted amounts have been included in the Annual Financial Statements for the current financial year 

When the presentation or classification of items In the Annual Financial Statements is amended, prior period comparative 
amounts are re classified. The nature and reason for the reclassification is disclosed 

1.28 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not in terms of the conditions of 
an allocation received from another sphere of government, munidpality or organ of state and expenditure in the form of a grant 
that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). Unauthorised expenditure Is 
accounted for as an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted for 
as revenue in the Statement of Financial Performance. 

1.29 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure Is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.30 irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.66of 2003) the Municipal 
Systems Act (Act No. 32 of 2000), the Public Office Bearers Act (Act No. 20 of 1 998) or is In contravention of the Municipality’s 
supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 

1.31 Use of estimates 

The preparation of financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. !t also requires management to exercise its judgement in the process of applying the municipality’s accounting 
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are 
significant to the financial statements are disclosed in the relevant sections of the financial statements. Although these 
estimates are based on management’s best knowledge of current events and actions they may undertake in the future, actual 
results ultimately may differ from those estimates. 

1.32 Trade and other receivables 

Trade and other receivables are categorised as finandal assets: loans and receivables and are initially recognised at fair value 
and subsequently carried at amortised cost. Amortised cost refers to the initial carrying amount, plus interest, less repayments 
and impairments. An estimate is made for doubtful receivables based on a review of all outstanding amounts at year-end. 
Significant financial difficulties of the debtor, probability ttiat the debtor will enter bankruptcy or financial reorganisation, and 
default or delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable is 
impaired. Impairments are determined by discounting expected future cash flows to their present value. Amounts that are 
receivable within 12 months from the reporting date are classified as current. 

An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through the use of an 
allowance account, and the amount of the loss is recognised in the Statement of Finandal Performance within operating 
expenses. When a trade receivable is uncollectible, It is written off. Subsequent recoveries of amounts previously written off are 
credited against operating expenses in the Statement of Financial Performance. 
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Policies 


1.33 Cash and cash equivalent 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short- 
term highly liquid investments, readily convertible Into known amounts of cash, that are held with registered banking institutions 
with maturities of three months or less and are subject to an Insignificant risk of change in value. For the purposes of the cash 
flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks, net of bank overdrafts. 
The municipality categorises cash and cash equivalents as financial assets; loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. 
Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial liabilties carried at amortised 
cost. 

1.34 Investment In associates 

An associate Is an entity in which the investor has significant influence and which is neither a controlled entity nor a joint 
venture of the investor. Significant influence is the power to participate in the financial and operating policy decisions of the 
investee, but is not control over those policies. The municipality exercises judgement in the context of all available information 
to determine if it has significant influence over an investee 

The equity method involves recognising the investment initially at cost, then adjusting for any change in the investor’s share of 
net assets of the associate since it acquired it. A single line-item in the Statement of Financial Performance presents the 
investor’s share of the associate’s surplus or deficit for the year. 

The municipality commences accounting for an investment in an associate from the date that significant influence exists and 
discontinues the application of the equity method when it no longer has significant influence over an associate. Investments 
that are retained in whole or in part are subsequently accounted for in accordance with the accounting policies on subsidiaries, 
joint ventures or financial instruments depending on the nature of the retained investment. 

The municipality uses the most recent available financial statements of the associate in applying the equity method. Where the 
reporting periods of the associate and the municipality are different, separate financial statements for the same period are 
prepared by the associate unless It Is impracticable to do so. When the reporting dates are different, the municipality makes 
adjustments for the effects of any significant events or transactions between the investor and the associate that occur between 
the different reporting dates. Adjustments are made to ensure consistency between the accounting policies of the associate 
and the municipality. 


1.35 Budget information 

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), which 
is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide Information on whether resources were obtained and used in 
accordance with the legally adopted budget. 

The approved budget is prepared on a accrual basis and presented by ftjnctional classification linked to performance outcome 
objectives. 

The approved budget covers the fiscal period from 2013/07/01 to 2014/06/30. 

The budget for the economic entity includes all the entitles approved budgets under its control. 

The financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of (ximparison of budget and actual amounts. 


25 




Financial Statements for the year ended 30 June 2014 


Notes to the Financial Statements 


2014 2013 

R R 


2. Investment property 



2014 


2013 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Investment property 

1,632,000 

1,632,000 

1,686,000 

- 

1 ,686,000 

Reconciliation of investment property - 2014 







Opening 

Disposals 

Fair value 

Total 

Investment property 


balance 


adjustments 



1,686,000 

(49,000) 

(5,000) 

1,632,000 


Details of property 

Various landwhere council has not determined future use and the fair value disclosed was based on valuation by an 
independant valuer, Mills Fitchet, who holds a recognised and relevant professional qualification and has has recent 
experience in the category of the valued investment properties. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

3. Property, plant and equipment 



2014 


2013 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Land 

19,380,797 

- 

19,380,797 

20,992,197 


20,992.197 

Buildings 

22.163,226 

(5,881,883) 

16,281,343 

12,989.852 

(5.022.185) 

7.967,667 

Plant and machinery 

5,898,949 

(4,182.502) 

1,716,447 

7.065,567 

(4,399,021) 

2,666,546 

Furniture and fixtures 

2,034,196 

(1,469,132) 

565,064 

2,009,625 

(1,389,853) 

619,772 

IT equipment 

1,064,738 

(596,959) 

467.779 

1,328,409 

(898,325) 

430,084 

Roads 

97,743,091 

(11,982,346) 

85,760,745 

56,413.078 

(7,612,662) 

48,800,416 

Other property, plant and 
equipment 

5,310.283 

(2.463,187) 

2,847,096 

2,070,534 

(2,821,757) 

(751,223) 

Other leased Assets 

1,372,948 

(686,429) 

686,519 

1,372,949 

(425,443) 

947,506 

Cemeteries 

5,993 

(5.976) 

17 

5,993 

(5,993) 

_ 

Afforestation 

1,708,247 

(341,109) 

1,367,138 

1,564,248 

(268,476) 

1 .295,772 

Solid waste 

3,957,140 

(1,093,682) 

2,863,458 

3,607,928 

(583,931) 

3,023,997 

Electricity 

12,274,281 

(5,080,212) 

7,194.069 

11,796,020 

(4,799,726) 

6,996,294 

Under construction 

30,409,199 

- 

30,409,199 

48,900,991 

- 

48,900,991 

Total 

203,323,088 

(33,783,417) 

169,539,671 

170,117,391 

(28,227,372) 

141,890,019 


26 


Financial Statements for the year ended 30 June 2014 


iS 

o 

h- 


c 

0) 

E « 

^ CO 

ns ,2 

D. 

E 


K CO 


OJ lO CO 

OJ h> 00 CO C3> OJ j 


OS M- 'M- CD 

0> 


CO CO CD OJ 

h- 

CO 

M- O 

h- h- o 

iO 

•«- M- O 

to 

o' T-- 

CO* lo* 

h-‘ O N.* 

CO* 

h-* CO* M-* OJ* 

o> 

CO CO 

T- CO 

CO CO M- 

OO 

CO CO O) o 

CO 

CO CM 

h~ «0 M- h- CO 

<o 

CO eo -e- M" 

UJ 

OJ CD' 


CO CM 


■«-' CM* h-‘ O* 

o> 



CO 


CO 

CO 







. , 

' rt 

■ 1 1 

1 t 

1 1 < I 



CM 




CM 


CO 




CO 



■o 

« 

3 

S 

S 

c 

o 

c 

o 

E 

a 

3 

©• 

a> 

■o 

c 

ns 

'4-> 

c 

a 

o 

o. 

o 


o 


c 

V 

E 

a 

3 

O’ 

a> 

■o 

c 

C6 

4 -> 

C 

JS 

a 

o 

a 

o 

a 

o 

c 

o 


u 

c 

o 

u 

a> 


c 

.2 

5 

'o 

a. 

<D 

a 


CO 

CO 

E E 
u o 


h- 

CO 

C7J 

O 

h- 

CO 


CM 

<3J 

O 

CO ' 

o 


C3> 

lO 

to 

T— 

■r* 

o 

O 

OJ 


CM 

CD 

o 

<D 

to 

a> 

CO_ 

M- 

to 



CO 

CM 

>«*• 

00* 

CO* 

lO' 

a> 

M-* 

CM* 



00* 

CD* 

<£> 

CM* 

CM 

CM 

CO 

N- 

CO 

M- 

CM 


CJJ 

r«- 


Mt- 

CO 

lO 

CM 

-r- 

h- 

M" 

CM 



CO 

5 




O 

CO 

CD 


M- 

at CJJ 

T- 

lO • 

IO 

GO 

CO 

CM 

CM 


M- 


co 

OJ 

o 

<D 

OJ 

CO 

CO 

h- 

CO 

M- ^ 

CO 


» 

r— 

OJ* 

h~* 

CO* 

co“ 

CM* 

OJ* 

co' 


CO* 

CO 

CO 

OJ 

CO 

CO 

CO 

CO 

M" 


ro 


CO 



<£> 

M- 




fO 


"O OJ 
J) c 
CO ‘c 
3 (U 

< O 


1 S 

o 

■"S P 

§ - 

CD 

ce 






1 


CO 

CO CM 

CM CM lO 

CO ^ OJ CM O) • 1 

CO 

OJ 

OJ 

M" ^ OJ 


CO OJ o r- 


CO 

m o CM OJ 

CJJ 

to CO UJ 

CM 

OJ* 

CO 

CO CO 

T-~ 

t^' O) to* 

CO* 


CO M- 

to O h- 

CM 

OJ CM to 

CO 


CM CM 

r- CO CO 

to 

T- o CD 

co^ 

»— 


CO 



CM* 

'w' 







I I I I 


«s g 


O fvj lf> O CO 
O h- T- CM Ift 

O O CD 
CO' CO' OS ^ 


CM 

<D 


CM 

5 


^ J3 W V** ' V 

w CNi O O 


CO 


o .= 





^ "S 
0 











O ' to ’tf OJ O CO 
O CM CO CO S M- 

• 

' ' o 

o 

V) 


o CO 5 
CM o> c5> 

OJ 

O CO OJ O h- ^ 


to 

cS 

CO* M-* o' CO* o* oo' 


T--' CM* T-* 


Q 

M- t- CM ^ CO 



CO 

Q. 

■M- CM ^lO CM CO 


» 

w 

SS 


"^lO* 

o>* 

Q 




3- 


O CD CM M- ^ CO CJJ 

, 

' CD ' to IO 

O) 

v> 

p“ 

O M- CM CM p' O CO 


CD CM lO 

p- 

O M- CO CD CD CO CD 


y- CM •«- 

CM 

u> 

o 

CO* CD* N-' CJj' M-' O* T-* 


o' r-* o' 

OO* 


CO CO M- M- to M- 
T- CD T- T- CM to to 


P^ CJJ M- 

o 



V- CO O 

CM_ 

*o 

CJJ* T-* ■r-* 


P-T 

r* 

< 

M- 


CM 

eo 







p- CO CM M- CO CO 

CD 

' CM P- M- ^ 

o> 


OJ CD -M- p- CO T- CM 

O 

P~ OJ OJ OJ 


DJ OJ 

^ CD CO P*- O M- CM 

CO 

P>-_ OJ CM OJ_^ 


c UcmN-cDOJOOt- 

P-T 

to' CO to' o' 

o* 

c C 

CJJ CD CO t- CO o to 

M- 

OJ CM CJJ O 

9J 

0iSOJOJCDCOM’eOP- 

CJJ 

CM_0 CJJ OJ 

CO^ 

Q- 0 
O -Q 

O h- CM CO 


CO* o' CO* 

T“ 

CM M- 


M" 



2 ? <i> 

<D 


C 

jc 

O 

ns 
£ 
CO ^ 

O’ £ 

c ns 

■o 2 c 


3 

X 

£ I 

5 3® 

■£ o’’^ 


TS 

c 

(0 

c 

« 

Q. 

■c 

0 


0 
w 

CO 

< 

TJ 
0 0 


X — ® ® O 0 

o|g-g•||3^ 

^ I ^ 5 « I y 

»- n »- 0 0 ±3 

^ ^ c C g g 0 -I* 0 E 1 O 
0 = iS 3 . o 5 CTX 0 !J= O iS 

-imCLU-bocO 0 OO<coiu 


h- 

CM 




UMUZIWABANTU MUNICIPALITY 

Financial Statements for the year ended 30 June 2014 



■D 

o 

3 

C 

‘•P 

C 

o 

e 

o 


a 

'5 

S’ 

a> 

■D 

c 

(B 

C 

a 


a> 

Q. 

O 

k. 

Q. 


o 

CM 


c 

0) 

E 

a 

‘5 

cr 

o> 

•o 

c 

(B 

S 

(6 

Q. 


a 

o 


o 

c 

0 
u 

<D 

01 


C 

o 

£ « 
£ « 

CD ^ 
Q. 

E 


c 

o 

2 

’o 

£ 

0 

Q 


CD CM CO CO 
O) CO ■M- N. GO T- CM 
r- CO m N- O M- CM 
CM* sT CD* 0> o" o’ 

0> CD CD t- CO O tf> 
CD 05 CD CO M- 05 ^ 
o* CM* CO* 

CM M- 


CO 

o 

iO 

h-' 

05 


CM -M- ^ 
N- 05 05 05 
a>_ CM C35 
lO* CO* CD* o’ 
05 CM 05 O 
CM O 05 C35 
CO* CD* CO* 
M- 


<3> 

a> 

CO* 

CM 


ID h- lO 05 »0 CD 
CO CD CO CM CO CM 
CO h- O ■r- t- <35 

o' h-’ o' ID* ID 
CO T- CO 05 CO 
M- tf5 CM T- O CO 





0 

' 00 CO M- ' 

CM 

0 

CO <D »D 

CO 

•M- 

o_co 0 

CM 

f-T 

CD* ^* 0 * 

CM 

■r- 

f". CO 05 

ID 

CM 

—'CO CO 

eo 



mF 


O 


c 

o 

'CQ 

(D 

> 

0 

CH 


ffl 

0 

o 

Q. 

(A 


U) 

h- 

M- CM 05 CO CM 

00 • 

C35 

CO • 

‘ CM 

CM 



05 

r- CM <35 M- 



xS- 

0 

05 



c 

T“ 

<0 CO h- M- 


05 

o_ 

CO 

CM 




0 

CO* 

X-' o' o' 05* 


<35 


h-- 

ID* 

ID 



£ 

ID 

<0 X- CO r- 

CO CD 

h- 

U5 

<D 




0 

<35 

X- CO — ' 


00 

CO 

CO 

<D 




> 

0 

E 







0 * 

T“ 

N 




. 

till 

, 

' 05 

, 

a I 

, , 

O) 


15 





05 

M; 




C7> 


0 -o 
•er 0 





xF 

T- 






0 .E 





r~ 





3 

0 

As 



ID 

CO 

<35 

CO ' 

‘ CM ’ ' 

CO 

CO 

hx ID 

CO 

<35 

u5 

CM 

CM 

0 

00 <0 

M- 


0 

xt 

K 


O* CO* 
CO 05 

1 

M’* 

X“ 

CM* 

CO 


C3> 

T“ 

0 

CO X- 


K 

CM 






X— 



co" 


.■S' ^ 

C .2 

I- 

il 

£ 8 


CO CD CO T- 
05 O M- 00 
■M-^CO r-. ID 

CM* M* CO* CD* 
CD 05 —'CO 
CD CM — ■ 


CO 

05 

GO 

■M- 


I-* O 

05* r-‘ 
ID CO 

r-. 00 


(A 

c 

.2 

s 


D) 0) 

E y 
1 = E 

0 JD 

a ra 
O -o 



ID O CD CO CO 
O O T- ^ CD CM 
O CM CM o 35 o 


M- 

•M- 

M- 


CO CM CO CO 
CM CM CM ID 
— ' CM_ CM_ 

^ T- 

— 'CM 


o CO CO CO CD o 
O »D CM CD ^ CD CM 
O U5 CD CO CO CD O 

CM* r--* 05* CD* O* O* 05* 
CM h- M- CO ID CO CM 
CO CO_ ID <35 ID CO CM 
O* CM* 


CO 


CO 


ID 


CO O CM 05 T- CD 
OOt-CMt-N- 
CO CM O M- 05 CD 

^* CM* CM* 05* 05* 

r-- CM 05 O CO 

h- 0_ W <0_ 05 

T-' x-' CO* CD* 


S' 0 

c ^ 
Ic .2S 

O 

ffl Tt 

E £ 


« "D 

cn E 

c ® 
^ ^ c 

gB- 


c 

0 

£ 

9- 

‘d 

cr 

0 

■d 

c 

eo 

"c 

JO 

a. 

■e 

0 

a. 

o 


c 
0 
E 

.9- Q. 
3 » ^ 
0 

® §£ 


_j CD CL u. b q: o 


c x- 
£ tt 

ks 

- <i> 

2 . tn 

5^ «> 
®< 

0 X3 
0 0 « 
0= w 0 
•w to *c 
S*JD 0 

J5 k_ 0 
=5^ E 
< o o 


c= 

0 

E 

.9-0 

2.10 

® i 

05S 
So 
CO £0 


a> 

ti 


T5 

S c 
UJ =3 


JO g 
’eg a 
0 E 
0 


5 « 


a> 

o 
£ 


c 
0 
E 
0 

0 £ 


^ £ 0 

ii.2 


o 

0 


0 <A 

3 ^ 
0 
> 


CD 


C S 

X 0 ■£ 

•■S c C 
c 


0 ^ 

c i-o g 
C < .£ g 


5 c 

S. ^ to 5 

’D ■£ 0 
i CC ® 

0^0 
£ 

•fe 'o — 


0 
._3 

2 0 
> 




CO 

il 

>. > 
.Q • — 

■O 3 

£ E 

3 ID 


« ^ 
0 TT 
% 0 
E 


S tn 

® TS 

o i 


Cf 0 0 -SJ 

2? ^ 3 0 
- ■*■' 0 
> w 
0 0 


.2 o 
I 8*. 

E o 


0.2 

C "P 0 
•- 0 -O 3 
0 0 0 0 

05 C» tJ 2 

.E 0 >2 cE 

•p 1- 3= I— 
•S 0 r-: 

slog 


8 o b 1 
O O 058 
.0 c 3 E 0 0 

o) 0 ap c 
0 Q. '5 ^ 
t: £ s o w 
< .E 0 tD 0 


0 

E 

0 

LU 

05 

C 

5C5 

C 

3 

O 

o 

C5 

< 

.£ 

0 

O) 

c 

0 

x: 

o 


The useful life of furniture and office equipment was previously estimated to be 7 years and machinery and equipment to be 5 
years. At the beginning of the current period management has revised the estimate from 7 to 1 1 years for furniture and office 
equipment and from 5 to 1 1 years for machinery and equipment.The effect of this revision has decreased the depreciation 
charge for the current period by R 8 197.38 for furniture and office equipment and R 43 793.61 for machinery and equipment. 
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Notes to the Financial Statements 

2014 2013 

R R 


4. Intangible assets 

Reconciliation of intangible assets • 2014 

Significant intangible Assets; 

Significant intangible assets, that did not meet the recognition CTiteria for intangible assests as stipulated in GRAP 102, are the 
foiiowing: Website costs incurred have been expensed and not recognised as intangible assets. 

The amortisation expense has been included in the line item”Depredation" in the Statement of Financial Performance 


Reconciliation of intangible assets • 2013 


Opening Disposals Other changes. Total 
balance movements 

Computer sofhvare, other 65,959 (32,730) (33,229) 


5. Receivables 
Residual interest at cost 


Unlisted shares 

500 

600 

At amortised cost 

DBSA Annuity loan 


80,217 

Total other financial assets 

500 

80,717 

Non«current assets 

Residual interest at cost 

500 

500 

Current assets 

At amortised cost 


80,217 

6. Employee benefit obligations 



Calculation of actuarial gains and losses (Long Service Bonus Awards Actuarial Valuation 



Opening accrued liability (Long Service Bonus Awards) 

Expense (Service and Interest Cost) 

Actuarial gain ( loss) 

Expected benefit payment 

1,574,000 

344,000 

(36.000) 

(68.000) 

1,574,000 


1,814,000 

1,574,000 

Calculation Post Employment Medical Subsidy : 



Opening Accrued Liability 

Service Costs and Interest Costs 

Re-Measurement of post retirement obligation 

Expected benefit payment 

4,064,000 

765.000 

371.000 
(56,000) 

4,064,000 


5,144,000 

4,064,000 
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2014 2013 
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6, Employee benefit obligations (continued) 
Key assumptions used 


Assumptions used at the reporting date: 


CPi 

Discount rates used 

Net Discount Rate 

Expected increase in salaries 

Medical Cost Inflation 

Net Discount Rate ((1+D)/(1+H)-1) 

LONG SERVICE BONUS AWARDS 


6.82 % 

6.25 % 

8.51 % 

7.25 % 

0.64 % 

0.09 % 

7.82 % 

7.15% 

8.07 % 

6.75 % 

0.41 % 

0.47 % 


ANALYSIS OF RESULTS 


The analysis of the change in results is a strong verification of the reasonability of the results and gives an indication of the 
relative effect of the different assumptions on the liability .The illustrated below shows a reconciliation of the accrued liability as 
at 30 June 2013 to the liability as at 30 June 2014. 

ROOD’S 


Accrued liability as at 30 June 2013 1,574 

(1) Service Cost 232 

(2) interest Cost 112 

(3) Expected benefit payments (68) 

Expected accrued liability as at 30 June 2014 1,850 

(4) Discount rate changes (103) 

(5) Net effect of staff movements 8 

(6) Salary increase ( 5 ) 

(7) Miscellaneous 64 


Accrued liability as at 30 June 2014 1,814 

1. Service cost increased the liability by R232,000. 

2. Interest cost over the valuation period results In an increase In the liability by R1 12,000. 

3.Some employees attained milestones during the valuation period and this resulted in bonus payment of R68,000 which 
reduced the accrued liability by the same margin. 

4. The net discount rate increased by 0.55% over the valuation period. This increase in the net discount rate decreased the 
accrued liability by R1 03,000. 

5. During the 2013/2014 financial year there was a net increase, by eighteen (18), in staff eligible for long service bonus 
awards. This increased the liability slightly by R8,000. 

6. The salary assumption of 7.15% as at 30 June 2013 was higher than the actual increases experienced in the current 
valuation. This decreased the liability slightly. 

7. The net effed of miscellaneous items in the data resulted In an increase to the liability by R64,000. Factors that make up the 
miscellaneous Items are changes to membership composition, data changes, variations from demographic assumptions (i.e. 
rates of withdrawal). 
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6. Employee benefit obligations (continued) 

POST RETIREMEMT MEDICAL SUBSIDY ACTUARIAL VALUATION 
ANALYSIS OF RESULTS 

The analysis of the change in results is a strong verification of the reasonability of the results and gives an indication of the 
relative effect of the different assumptions on the liability. 

Below shows a reconciliation of the estimated accrued liability at 30 June 2013 to the liability at 30 June 2014. 


Accrued liability as at 30 June 201 3 4,064 

(1) Service Cost 473 

(2) Interest Cost 292 

(3) Expected benefit payments (56) 

Expected accrued liability as at 30 June 2014 4,773 

(4) Discount rate changes 82 

(5) Medical inflation 25 

(6) Active employees and continuation pensioner changes 1 35 

(7) Miscellaneous 129 

Accrued liability as at 30 June 2014 5,144 


1. Service cost increased the liability by R473,000. 

2. Interest cost over the valuation period results in an increase in the liability by R292,000. 

3. Benefit payments towards pensioners currently being subsidised for medical contributions for the 2013/14 year amounted to 
R66,000. 

4. The net discount rate decreased by 0.06% over the valuation period. This drop in the net discount rate increased the 
accrued liability, slightly, by R82,000. 

5. The medical inflation assumed in the prior valuation period, of 6.75%, was lower than the actual increase in medical 
contributions. The impact was a higher accrued liability. 

6. There were five (6) active employees who became members of the medical scheme during the financial year. This resulted 
in an increase in the accrued liability. 

7. The net effect of miscellaneous items in the data resulted in an increase to the liability by R1 29,000. Factors that make up 
the miscellaneous items are changes to membership composition, data changes, variations from demographic assumptions 
(i.e. rates of withdrawal). 

Salaries - Changes in an index or other variable specified in the formal or constructive terms of a plan as the basis for future 
benefit increases: 

HEALTH CARE COST INFLATION 

The valuation basis assumes that the health care cost inflation rate (which manifests itself as the annual increase to the total 
contribution subsidised by the employer) will be 0.41% less than the corresponding discount rate, in the long term. 

Therefore, a 1% increase in the health care cost inflation assumption will result in a 30.9% increase in the accrued liability. 
Similarly, a 1% decrease in the health care cost inflation assumption will result in a 22.5% decrease in the accrued liability. 


SALARY INFLATION 

The valuation bases assume that the salary inflation rate (wNch manifests itself as the annual Increase in employees’ salaries 
which determine the bonuses payable) will be 0.64% less than the corresponding discount rate, in the long term. 1 % increase in 
thesatary cost inflation assumption will result in roughly a 1 0.7% increase in the accrued liability. Similaiiy, a 1 % decrease in 
the salary inflation assumption will result in roughly a 9.3% decease in the accrued liability. 
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7. Plantation investments 

Plantation standing timber-Afforestation Scheme 22,163,740 20,075,689 

Unlisted investment 10,799 10^799 

22,174,539 20,086,488 


The increase in fair value during the year was R 2 064 252 (2013 : R 2 957 366 Increase) Plantation inventories are stated at 
fair value less estimated point of sale costs, based on the present value of net future cash flows from the asset discounted at a 
market determine pre-taxation rate.The Scheme held 1,154 (2013 :1 475) hectares of plantation at year end. The scheme is 
exposed not anticipate that standing crop prices will dedine significantly in the foreseeable future, and therefore, has not 
entered into any derivative or other contract to manage the risk of a dedine in standing crop prices. The scheme reviews its 
outlook for standing timber prices regularly in considering the need for active financial risks management. 

8. Inventories 

inventory as per general ledger - Electrical equipment 
Store stock 
Afforestation scheme 

184,482 165,559 


122,189 96,230 

22,987 35,613 

39,306 33,716 


The inventory value Is considered as the lower of cost or net realisable value. 

9. (Increase)/ decrease in trade receivables 

Trade debtors 736,196 357,410 

Deposits 10,400 10,400 

746.596 367,810 


The Credit Control Policy states that the average credit period is 30 days. Interest is charged on overdue accounts and such 
interest is determined by Council. Management has profiled each debt and considered the effect of any impairment in the value 
of outstanding debt 

The provision is made annually and is calculated by analysing all those above 90 days . The recoverabily of debt owing by 
each above 90 days is assessed and the irrecoverable is classified based on the category area, No provision has been made 
with regards to property rate as these amounts are considered to be fully recoverable. 

10. VAT receivable 


VAT 1,628,105 2,832,789 


VAT is payable on the cash basis. Once payment is received from debtors, VAT is paid over to SARS 


1 1 . Consumer debtors 



Gross balances 

Recievable from non-exchange transactions 

Rates 

Recievable from exchange transactions 

6,622,837 

7,887,741 

Electricity 

2,719,859 

3,008,775 

Refuse 

596,233 

1,014,215 


9,938,929 

11,910,731 

Less: Allowance for Impairment 

Other (specify) 

(1,583,521) 

(2,439,352) 
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1 1 . Consumer debtors (continued) 

Net balance 

Recievable from non-exchange transactions 

Rates 

6,622,837 

7,887,741 

Recievable from exchange transactions 

Electricity 

2,719,859 

3,008,775 

Refuse 

696,233 

1,014,215 

Other (specity) 

(1,583,521) 

(2,439,352) 


8,355,408 9,471,379 


Included In above is receivables from exchange transactions 

Electricity 

1,759,483 

3,008,775 

Refuse 

784,503 

1,014,215 

Included in above is receivables from non-exchange transactions (taxes 
and transfers) 

2,543,986 

4,022,990 

Rates 

5,838,340 

7,887,741 

Net balance 

8,382,326 

11,910,731 

Rates 

Current (0 -30 days) 

245,633 

1,617,424 

31 - 60 days 

367,858 

241,935 

61 - 90 days 

268,482 

210,197 

91 - 120 days 

234,556 

190,522 

121 -365 days 

226,704 

3,032,970 

> 366 days 

5,279,604 

2,594,693 


6,622,837 

7,887,741 

Electricity 

Current (0 -30 days) 

2,137,841 

1,257,381 

31 - 60 days 

377,673 

315,628 

61 - 90 days 

33,888 

161,469 

91 - 120 days 

7.100 

48,391 

121 -365 days 

3,149 

109,397 

> 365 days 

160,308 

1,116,509 


2,719,859 

3,008,775 

Refuse 

Current (0 -30 days) 

123,610 

104,829 

31 - 60 days 

71,276 

71,889 

61 - 90 days 

32,539 

54,778 

91-120 days 

22,713 

39,520 

121 -365 days 

18,649 

646,887 

> 365 days 

327,446 

96,312 


596,233 

1,014,215 
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1 1 . Consumer debtors (continued) 



Other (specif) 

91-120 days 

(29,813) 

(93,650) 

121 -365 days 

(1,165,905) 

(1 .939,266) 

> 365 days 

(387,803) 

(406,436) 

Summai 7 of debtors by customer cfassificatlon 

(1,583,521) 

(2,439,352) 

Households 

Current (0 -30 days) 

1,141,492 

368,645 

31 - 60 days 

459,835 

593,048 

61 - 90 days 

256,752 

371,185 

91-120 days 

206,821 

4,587,412 

121 -365 days 

193,070 

_ 

> 365 days 

3,751,000 

- 


6,008,970 

5,920,290 

Industrial/ commercial 

Current (0 -30 days) 

896,259 

897,648 

31 • 60 days 

280,133 

185,322 

61 - 90 days 

72.671 

67,879 

91 - 120 days 

55,522 

1 ,834.947 

121 -365 days 

54,475 

. 

> 365 days 

1,225,686 

- 


2,584,746 

2,985,796 

National and provincial government 

Current (0 -30 days) 

469,333 

292.666 

31 ■ 60 days 

76,739 

994,942 

61 - 90 days 

5,487 

16,169 

91-120 days 

2,026 

1,215,250 

121 -365 days 

958 

_ 

> 366 days 

564,368 

- 


1,118,911 

2,519,027 

Total 

Current (0 -30 days) 

2,507,084 

1,730,605 

31 - 60 days 

816.707 

1,840,737 

61 - 90 days 

334,910 

458,182 

91-120 days 

264,369 

7,881,207 

121 -365 days 

248,502 

_ 

> 365 days 

5,767,357 

- 


9,938,929 

11,910,731 

Less: Allowance for impairment 

(1,583,521) 

(2,439,352) 


8,355,408 

9,471,379 

Less: Provision for debt Impairment 

91-120 days 

(29,813) 

(93,650) 

121 -365 days 

(1,165,905) 

(1,939,266) 

> 365 days 

(387,803) 

(406,436) 


(1,583,521) 

(2,439,352) 
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1 1 . Consumer debtore (continued) 

Reconciliation of allowance for impairment 

Reversal of allowance (1,583,521) (2,439,352) 


The Credit Control Policy states that the average credit period is 30 days. Interest is charged on overdue accounts and such 
interest is determined by Council. Management has profiled each debt and considered the effect of any impairment in the value 
of outstanding debt 

The provision is made annually and is calculated by analysing all those above 90 days . The recoverabily of debt owing by 
each above 90 days is assessed and the irrecoverable is classified based on the category area, No provision has been made 
with regards to property rate as these amounts are considered to be fully recoverable 

12. Cash and cash equivalents 

Cash and cash equivalents consist of; 

Cash on hand 
Bank balances 
Short-term deposits 

59,638,099 33,134,891 


466,424 856,906 

1,825,353 959,525 

57.346.322 31.318,460 


The municipality had the following bank accounts 
Account number / description 

FNB - Account Number : 612 4000 6266 Account Type- 
Investment Account 

NEDBANK - Account Number ; 0371 6501 4802/0001 Account 
Type - Investment Account 

NEDBANK- Account Number; 0371 6601 3008/0003- 
Account Type - investment Account 

NEDBANK - Account Number : 0371 6501 8956 Account Type - 
Investment Account 

NEDBANK - Account Number : 0371 6501 5337 Account Type - 
Investment Account 

NEDBANK- Account number : 0371 6501 6856-Account Type - 
Investment Account 

NEDBANK- Account Number ; 0371 6501 6856 / 0017 - 
Account Type - Investment Account 

NEDBANK- Account Number : 0371 6501 4802 / 0016- Account 
Type - Investment Account 

NEDBANK- Account Number ; 0371 6501 6856/0009 - Account 
Type - Investment Account 

NEDBANK- Account Number : 116 503 3615 - Account Type - 
Primary Bank Account 

FNB - Account Number : 509 3274 2767- Account Type : 
Current Account- (Afforestation Scheme) 

Cash on Hand 

FNB- Account Number ; 71460300059 - Account Type : 
Investment Account 

Total 

13. Revaluation reserve 


Bank statement balances Cash book balances 
30 June 2014 30 June 2013 30 June 2014 30 June 2013 


451,358 

12,046,593 

451,358 

12,046,593 

104,743 

4,988,041 

104,743 

4,988,041 

- 

8,285 

- 

8,285 

14,673 

10,026 

14,673 

10,025 

129,329 

4.459,644 

129,329 

4.459,644 

- 

9,537,515 

- 

9,537,515 

25,934,951 

- 

25,934,951 

- 

1,146,378 

- 

1,146,378 

- 

17,315,408 

- 

17,315,408 

- 

1,827,571 

959,525 

1,827,571 

959,525 

475,003 

1,117,855 

475,003 

1,117,855 

12,238,685 

7,408 

12,238,685 

7,408 

59,638,099 

33,134,891 

59,638,099 

33,134,891 


26,468.400 26,468.400 


Opening balance 
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14. Accumulated surplus 

Ring-fenced internal funds and reserves within accumulated surplus - 2014 



Capital 

Capitalisation 

Government 

Donations and 

Housing 

Other 



replacement 

reserve 

grant reserve 

public 

development 




reserve 



contributions 

fund 



Opening balance 

Transfer to unappropriated 

2,570,196 

3,981,424 

87,881,319 

142,352 

(1,344,078) 

- 

< 

surpiusfGRAP Conversion) 
Capital grants used to purchase 

- 

- 

(89,517,991) 

- 

- 

- 

0 

property, plant and equipment 

- 

. 

1,636,672 

. 




Post Retirement Obligation 

- 

- 

- 

- 

- 

(4,048,668) 



2,570,196 

3 , 981,424 

- 

142,352 

(335,000) 

54,983,959 


Ring-fenced internal funds and reserves within accumulated surplus - 2013 






Capital 

Capitalisation 

Government 

Donations and 

Housing 

Total 



replacement 

reserve 

grant reserve 

public 

development 




reserve 



contributions 

fund 



Opening balance 

Property, plant and equipment 

2,570,196 

3,981.424 

60,779,076 

142,352 

4,293,922 

71,766,970 


purchases 

- 

- 

27,102,243 

. 

. 

27,102,243 


Actuary Obligation 

- 

- 

- 

- 

(5,638,000) 

(5,638,000) 



2 , 570,196 

3 , 981.424 

87 , 881,319 

142,352 

( 1 , 344 , 078 ) 

93 , 231,213 



Refer to Statement of Changes in Net Assets for more detail and the movement on Accumulated Surplus.The Capital 
Replacement Reserve is a reserve to finance future capital expenditure and is invested in Capital instruments. 

The Capitalisation Reserve is the carrying value of the items of Property, Plant and Equipment from the former legislated funds. 
The capitalisation reserve ensures community wealth and Is not cash backed. 

The reserve ensures community wealth and is not cash backed. 

1 5. Other financial iiabiiities 


At amortised cost 

Annuity Loans . 80,217 


Non-current liabilities 



Annuity Loans 

- 

3,185 

Current liabilities 

Annuity Loans 

- 

77,032 
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16. Finance lease obligation 
Minimum lease payments due 


- within one year 

275,998 

365,881 

- in second to fifth year inclusive 

108,174 

384,171 


384,172 

750,052 

less: future finance charges 

(27,802) 

(100,184) 

Present value of minimum lease payments 

356,370 

649,868 

Operating Leases 

- within one year 

97,436 

204,535 

- in second to fifth year inclusive 

- 

322,424 

Less : future finance charges 

(8,858) 

(12,500) 


88,578 514,453 


Non-current liabilities 

239,013 

440,208 

Current liabilities 

251,623 

448,899 


490,636 

889,107 


17. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 


Eskom grant 

7,664,933 

- 

CBD M/Plan & T/P Scheme 

- 

152,233 

MSIG grant 

223 

- 

Strategic environmental assessment 

256,989 

256,989 

Small town rehabilitation 

2,143,304 

2,797.834 

Management support grant 

97 

- 

LUMS 

73,000 

73,000 

MiG grant 

6,965,859 

9,894,274 

Goverment expect funding 

7,890 

7,890 

Sports and recreation 

55,439 

- 

IDP (Public participation) 

57,500 

- 


17,225,234 

13,182,220 

Movement during the year 

Income recognition during the year 

17,225,234 

13,182,220 


The unspent conditional grants and receipts are Invested In investment accounts until utilised 
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18. Provisions 

Reconciliation of provisions - 2014 



Opening 

Additions 

Actuary 

Total 


Balance 


Obligation 


Environmental rehabilitation 

3,275,695 

5,712,423 

(6,118,557) 

2,869,561 

Provision for Accrued Leave 

1,895,899 

291,871 

- 

2,187,770 


5,171,594 

6,004,294 

(6,118,557) 

5,057,331 


Staff leave is accrued to the staff of the municipality on an annual basis subject to certain conditions. The provision is the 
estimate of the amount due at the reporting date. 

The Harding general waste landfill site is amortised over a period of 25 years as per USK Consulting report (engineer). The 
budget allocated to this rehabilitation is R 21 131 293.68. The present value Is calculated as follows: 

Interest - 9.5% 


Number of years - 25 

The present as at 2012 is R2 185 612.20 that was capitalised in the 2011/2012 financial year. The depreciation is calculated on 
the straight line basis. The provision of the landfill site inaeases on 9.6% rate per annum. In the current financial year an 
amount of R248 957.23 increased the provision. 

The Landfill site is not yet registered with the Department of Environmental Affairs .The municipality is in the process of 
registration. 

19. Payables from exchange transactions 


Trade payables 
Accrued bonus 
Housing creditors 
Other creditors 
Retention 


2.876,709 

1,367,646 

339,377 

323,141 

2,791,095 

7,687,968 


6.504.708 

1,382,817 

330,885 

257,627 

1,077,996 

9,564,033 


The average credit period on purchases is 30 days from the receipt of the Invoice as determined by the MFMA. 

20. Consumer deposits 

Electricity 499,428 506,111 


Consumer deposits are paid by consumers on application for new electricity connections. The deposits are paid when the 
electricity connections are terminated. In cases of consumers defaulting on their accounts the municipality can apply the 
deposit as payments for any outstanding balance 
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21. Revenue 



Afforestation Scheme sales 

7,997,192 

7,764.187 

Service charges 

23,360,280 

21,014,983 

Rental of facilities and equipment 

45,590 

113,368 

Licences and permits 

2,139,724 

2,369,988 

Other income 

594,005 

680,945 

interest received - investment 

3,249,569 

1,592,461 

Property rates 

11,681,696 

10,116,572 

Property rates - penalties imposed 

654,668 

462,729 

Government grants & subsidies 

50,774,519 

43,051.406 

Capital grants 

34,943,468 

27,102,243 

Fines 

909,951 

261 ,206 

Actuary Gain 

335,000 

- 

The amount included In revenue arising from exchanges of goods or 
services are as follows: 

136,685,662 

114,529,088 

Afforestation Scheme sales 

7,997,192 

7,764,187 

Service diarges 

23,360,280 

21.014.983 

Rental of facilities and equipment 

45,590 

113,368 

Licences and permits 

2,139,724 

2,369,988 

Other income 

694,005 

680,945 

Interest received - investment 

3,249,569 

1,592,461 

The amount included in revenue arising from non-exchange transactions 
is as follows: 

Taxation revenue 

37,386,360 

33,535,932 

Property rates 

11,681,696 

10,115,572 

Property rates - penalties imposed 

Transfer revenue 

654,668 

462,729 

Government grants & subsidies 

50,774.519 

43,051.406 

Capital grants 

34,943,468 

27,102,243 

Fines 

909,951 

261,206 

Actuary gain 

335,000 

- 


99,299,302 

80,993,156 
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22. Property rates 
Rates received 


Residential 

Commercial 

State 

Agriculture 

Public Service Infrastructure 

Tourism 

Communal 

Less: Income forgone 

Property rates - penalties imposed 


Ail registered indigents receive a monthly subsidy of 100 % rebate 

Valuations 

Residential 

Commercial 

State 

Agriculture 

Public Service Infrastructure 

Communal 

Municipal 

Public Benefit Organisation 
Tourism 


3,403,899 

3,212,953 

3,695,742 

3,894,669 

4,341,133 

4,253,405 

407,820 

419.839 

10,465 

(6.325) 

56,531 

140,625 

- 

(1 ,475,525) 

(233,894) 

(324,069) 

11.681,696 

10,115,572 

654.668 

462,729 

12,336,364 

10,578,301 

which is funded from the Equitable Share Grant. 

415,853.633 

403.832,633 

304,924,000 

290,314,000 

436,008,000 

331,126,000 

339,621,000 

348,524,000 

5,750,000 

6,760,000 

95,905,000 

93,142,000 

24,294,000 

25,197,000 

32.552,000 

146,634,000 

11,250,000 

11,250,000 

1,666,157,633 

1,655,769,633 


Valuations on land and buildings are performed every four years. The last valuation came into effect on 1 July 2009 Interim 
valuations are processed to take into account changes in individual property values due to alterations and subdivisions. 
Different rate randages for Domestic, Commercial, Industrial and State properties are applied to property valuations to 
determine assessment rates. Rates are levied annually. Market related interest is levied on outstanding rates. 

23. Service charges 

Sale of electricity 
Refuse removal 


23,360,280 21,014,983 


21.796.465 19.608.129 

1,563,815 1,406,854 
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24. Operational Grants 


Equitable Share Grant 

41 ,079,668 

37,070,034 

Other Government grants 

2,557,678 

580,173 

Free Basic Electricity Grant 

2,848,500 

2,700,000 

LG SETA Grant 

- 

17,624 

Financial Management Grant 

1 .649,903 

1,500,339 

Provincialisation of libraries (Cyber Cadet) Grant 

120,000 

105,800 

Municpal Systems Improvement Grants 

889,777 

832,436 

CBD M/Plan & TP Scheme Grant 

152,233 

- 

Library Subsidy Grant 

514,000 

245,000 

EPWP Grant 

962,760 

- 


50,774,519 

43,051,406 


Conditional and Unconditional 

Included in above are the following grants and subsidies received: 


Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
EQUITABLE SHARE 

Current-year receipts 49,226,000 43, 1 99,000 

Conditions met - transferred to revenue (49,226,000) (43, 1 99,000) 


Unconditional Grant It has been utilised to co-fund operating activities to assist the municipality to effeciently provide service 
delivery (see note 17). 

NEP GRANT (ESKOM) 

Current-year receipts 
Conditions met - transferred to revenue 

7,664,933 


9,000,000 10,800,000 

(1,335,067) (10,800,000) 


Conditions still to be met - remain liabilities (see note 17) 

This grant was provided by ESKOM to the municipality to address the baddog of occupied residential dwellings, the installation 
of bulk infrastructure,rehabi)itation and refurbishment of electricity infrastructure in order to improve quality of supply . 

CBD M/TP SCHEME GRANT 

Balance unspent at beginning of year 1 62,233 1 52,233 

Conditions met - transfetred to revenue (152,233) 

152^233 


Conditions has been met- There is no remaining liabilities (see note 17). 

This grant is used to develop CBD Master Plan and Town Planning Sdieme for Harding Town. 
Municipal System improvement Grant (MSiG) 
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24. Operational Grants (continued) 

Current-year receipts 

Conditions met - transferred to revenue 


890,000 890,942 

(889,777) (890,942) 

_ 


Conditions still to be met - remain liabilities (see note 17). 

This grant is used for infrastructure, capacity building and restructuring. The capacity building and restrucutring grants were to 
set up to assist the municipality in developing their planning , budgeting, financial management and technical services. 

VIOLENCE DAMAGED HOUSES GRANT 

Balance unspent at beginning of year 
Conditions met - transferred to revenue 


391,101 

(391,101) 


Conditions has been met - There is no remaining liabilities (see note 17). 

This grant was used to renovate houses that were damaged by violence. 

STRATEGIC ENVIRONMENTAL ASSESSMENT GRANT 

Balance unspent at beginning of year 256,989 256,989 

Conditions still to be met - remain liabilities (see note 17). 

This grant was received from Department of Agriculture to do Environmental Assessment within the the municipality, 

SMALL TOWN REHABILITATION GRANT 

Balance unspent at beginning of year 2.797,834 

Current-year receipts tIoOO^OOO 5,000,000 

Conditions met - transferred to revenue (7,654,530) (2.202.166) 

2,143,304 2^797,834 


Conditions still to be met - remain liabilities (see note 17). 

This grant was recieved from KZN-COGTA in regards of Small Town Rehabilitation 
FINANCIAL MANAGEMENT GRANT 

Current-year receipts 1,650.000 1,500,000 

Conditions met - transferred to revenue (1,649,903) (1,500,000) 

iF T 


Conditions still to be met - remain liabilities (see note 17). 

This grant is used to promote and support reforms In financial management by building capacity in municpalties to implement 
the MFMA. As part of strengthening financial, asset and risk management in municipalities, the grant also provided funding for 
an internship programme 

LAND USE MANAGEMENT SYSTEM (LUMS) GRANT 

Balance unspent at beginning of year 73,000 73,000 


Conditions still to be met - remain liabilities (see note 17). 
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24. Operational Grants (continued) 

This grant was provided to assist in the development of Land Use Management System. 
REDS GRANT 


Balance unspent at beginning of year 
Conditions met - transferred to revenue 


Conditions has been met - remain liabilities (see note 17). 


MUNICIPAL INFRASTRUCTURE GRANT 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


Conditions still to be met - remain liabilities (see note 17). 


GOVERNMENT EXPERT GRANT 

Balance unspent at beginning of year 
Current-year receipts 


Conditions still to be met - remain liabilities (see note 17). 

This grant was used for capacity building in low capacity municipalities. 

SPORTS AND RECREATIONAL GRANT 

Current-year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 17). 

This grant was received from KZN Department of Sports and Recreatio 
maintain Harding Park . 

PUBLIC PARTICIPATION (IDP) GRANT 

Current-year receipts 

Conditions met - transferred to revenue 


- 

150,000 

(150,000) 

- 

- 

provision. 

9,894,274 

11,953,597 

20.011,000 

18,135,000 

(22,939,415) 

(20,194,323) 

6,965,859 

9.894,274 

)f basic services. 

7,890 


- 

7,890 

7,890 

7,890 

150,000 


(94,561) 

- 

55,439 

- 

3d for Operating expenses to 

200,000 


(142,500) 

- 

57,500 

- 


Conditions still to be met - remain liabilities (see note 17). 

This grant was recieved from KZN Department of COGTA and it Is utilised to print Municipal Intergrated Development Plan 
booklets . 
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24. Operational Grants (continued) 

Expanded Public Works Programme Grant 

Current-year receipts 1,000,000 

Conditions met - transferred to revenue ( 1 ,000,000) 


Conditions has been met - remain liabilities (see note 17). 

This grant was recieved from Department of Public Works and It is utilised for job creation to alleviate poverty . 

25. Capital grants 

Capital Grants 34,943,468 27,102,243 


Capital Grants consist of Municipal Infrastructure Grant (MIG) .Small Town Rehabilitation Grant, Expanded Public Works 
Programmes (EPWP) , Financial Management Grant (FMG) , Equitable Share. Refer to note 17 

26. Other income 


Other revenue 525,177 566,432 

Building plan fees 27,528 29,81 1 

Burial Fees 23,783 26,967 

Hall hire and facilities 1 7.51 7 67,735 


594.005 680,945 
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27. General expenses 


Internal Audit 

41 .342 

Advertising 

192,951 

Auditors remuneration 

1,273,398 

Bank charges 

159,763 

Consulting and professional fees 

107,672 

Stores and Materials 

1,149,216 

Entertainment 

52,769 

Fines and penalties 

1,105 

Insurance 

151,575 

Conferences and seminars 

583,529 

IT expenses 

54,255 

Finance lease charges 

66,623 

Levies 

239,461 

Motor vehicle expenses 

106,273 

Fuel and oil 

1,413,596 

Operating Lease payments (Rent) 

188,430 

Postage and courier 

55,475 

Printing and stationery 

351,887 

Promotions 

19,751 

Protective clothing 

15,213 

Projects 

462,387 

Research and development costs 

316,500 

Legal expenses 

253,906 

Staff welfare 

38,830 

Subscriptions and membership fees 

182,752 

Telephone and fax 

864,214 

Training 

89,889 

Travel -local 

466,893 

Assets expensed 

8,759 

Electricity 

552,313 

Water 

547,937 

Refuse 

2,226 

Capital Expenditure 

1 ,339,007 

Office Expenses 

123,845 

LED Fund 

258,030 

Free basic services 

672,013 

Free basic services 

2,394,289 

Accrued Leave 

567,433 

Afforestation Expenses 

79,425 

Other expenses 

6,537,403 


21,982,335 


2013 

R 


133,266 

179,440 

1,050,041 

147,080 

461,107 

778,628 

130,157 

6,018 

142,794 

626,729 

49,795 

192,791 

226,339 

74,690 

1,139,703 

208,238 

51,257 

339.250 

35,864 

210,902 

285,077 

300.000 

178,201 

45,710 

836,736 

792.328 

378,685 

498,129 

16,216 

312,904 

562,664 

16,983 

346,173 

306,220 

466,770 

594,135 

2,509,020 

477,871 

50,968 

4,697,871 

19,856,750 
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28. Employee related costs 



Basic 

Medical aid - company contributions 

UiF 

WCA 

Defined contribution plans 

Overtime payments 

Housing benefits and aiiov/ances 

Allowances 

Bargaining Council Levy 

18,975,046 

1,088,403 

197,776 

347,212 

3,439,469 

2,273,084 

134,138 

1,646,378 

11,590 

19,304,020 

992,056 

192,872 

126,076 

3,419,720 

1 ,984,030 
143,061 

1 .609,750 
11,104 


28,113,096 

27,782,689 

Remuneration of Municipal Manager Mr SD Mbhele (549) 

Annual Remuneration 

Car allowance 

Contributions to UIF, Medical Aid and Pension Fund 

789,926 

204,184 

1,785 

746,670 

177,594 

1.713 


995,895 

925,877 

Remuneration of Chief Financial Officer Ms ST Mhlongo (11068) 

Annual Remuneration 

Car Allowance 

Contributions to UIF.Medical Aid and Pension Fund 

730,340 

15,818 

50,726 

659,000 

36.283 

41,722 


796,884 

737,005 

Remuneration of Corporate Services Ms N Slgwebela(1078) 

Annual Remuneration 

Car Allowance 

Contributions to UIF.Medical Aid and Pension Fund 

- 

435.558 

151.668 

53.747 


- 

640,863 

Remuneration of Technical Sernvices: Mr M Guzowski 

Annual Remuneration 

Car Allowance 

Contributions to UIF, Medici Aid and Pension Fund 

460,322 

144,458 

1,785 

435,558 

134,995 

1,713 


606,565 

572,266 

29. Remuneration of councillors 



Councillors 

Telephone allowance 

Cellphone Allowance 

5,557,607 

276,153 

4,947,635 

255,284 

4,060 


5,833,760 

5,206,979 

Executive Mayor 

Deputy Mayor 

Councillors 

700,494 

568,470 

4,564,796 

636,744 

530,105 

4,040.130 


5,833,760 

5,206,979 
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29. Remuneration of councillors (continued) 

In-kind benefits 

The Executive Mayor, Deputy Executive Mayor, Speaker and Mayoral Committee Members are full-time. Each is provided with 
an office and secretarial support at the cost of the Council. 

The Executive Mayor has use of a Council owned vehicle for offidal duties and has one full-time driver. 

30. Administrative expenditure 


Administration and management fees - third party (Afforestation) 

258,712 

248,266 

Administration and management fees - related party(Afforestation) 

3,488,296 

3,248,350 


3,747,007 

3,496,616 

31 . Debt impairment 

Debt impairment 

32. investment revenue 

Interest on investments 

(1,185,001) 

891.299 

Bank 

3,249,569 

1,592,461 

The amount disclosed in the Investment revenue arising from the interest on invested funds that are not immediately required 
please refer to cash and cash equivalent note. 

33. Changes In value of plantation 

Plantation standing timber Afforestation Scheme 

2,064.252 

2,957,366 

34. Depreciation and amortisation 

Property, plant and equipment 

35. Finance costs 

7,142,459 

4,852,231 

Finance leases 

72,382 

68,209 

DBSA- Electricity 

- 

35,374 


72,382 

103,583 

36. Auditors' remuneration 

Expenses 

1.273,398 

1,050,041 


37. Operating lease 

Describe the lessee’s significant leasing arrangements which include: 

® basis on which contingent rent payable is determined. 

• the existence and terms of renewal or purchases options and escalation clauses; and 
» restrictions Imposed by lease arrangements, such as those concerning return of net surplus, return of capital 
contributions, dividends, additional debt and further leasing. 
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38. Renta! of facilities and equipment 


Facilities and equipment 

Rental of facilities 45,590 1 1 3,368 


39. Contracted services 



Security 

629,557 

364,132 

40. Grants and subsidies paid 



Other subsidies 



Contribution to UGU 

240,160 

220,000 

41. Bulk purchases 



Electricity Purchases 

7,044,142 

6,978,831 

Electricity Purchases 

11,287,967 

10,350.364 


18,332,109 

17,329,195 

Electricity Distribution Losses for the year 2013/2014 are 1% of the KwH bought and R 228 377.70 in rand value 


Electricity Distribution Losses for the year 2012/2013 are 5% of the KwH bought and R 2 017 441 in rand value 


42. Cash generated from operations 



Surplus 

46,825,685 

31,042,994 

Adjustments for: 



Depreciation and amortisation 

7,142,459 

4,852,231 

Gain (loss) on sale of assets and liabilities 

348,725 

(110,000) 

Contributions to provisions 

5,638,196 


Changes in value of plantation 

(2,064,252) 

(2,957,366) 

Other non-cash item(Actuarial Gain 

(336,000) 

> 

Debt impairment 

(1,185,001) 

891,299 

Other liabilities 

1,320,000 

(128,862) 

Changes in working capital: 



inventories 

(18,923) 

42,614 

(increase)/ decrease in trade receivables 

(288,095) 

3,264,219 

(lncrease)/decrease in other receivables 

1,115,971 

736,057 

(Increasej/decrease in investment property 

54,000 


(increase)/decrease in conditional grants and receipts 

(114.263) 

(13,509,753) 

(lncrease)/decrease in trade payables 

(1,866,050) 

959,286 

(Increaseydecrease borrowings 

(77,032) 

(130,537) 

(Increase )/decrease unspent conditional grant 

4,075,044 

(216,785) 

Payables from exchange transactions 

(1,866,044) 

959,289 

Consumer deposits 

(6,683) 

(10,399) 


60,675,009 

24,828,581 
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43. Commitments 
Authorised capital expenditure 


Commitments in respect of capital expenditure Approved and Contracted 
for 


® Infrastructure 

5,931,417 

17,507,000 

® Community 

1,009,505 

5,996,000 

« Other 

10,250,833 

252,000 

Approved Not yet Contracted for 

Infrastructure 

4,260,750 


Community 

4,776,868 

- 


26,229,373 

23,755,000 

Commitments in respect of operating expenditure 

« Approved not yet contracted 

610,000 

610,000 

® Approved and contracted for 

9,382,053 

5,760,759 


9,992,053 

6,370,759 


This committed expenditure relates to plant and equipment and will be financed by available, retained surpluses, Government 
grants, existing cash resources, funds internally generated, etc. 

44. Related parties 

Controlled Afforestation Scheme Refer to note 56 

45. Prior period errors 

The correction of the error(s) results in adjustments as follows: 

Statement of Changes In Net Assets 


Reversal of Landfill provision (Decrease in Liabities) - 779,000 

Prior year Adjustment for depreciation charges(Decreases in Expenditure) - 3 432 1 16 

Prior Adjustment to Debt(lncrease Debtors Fines) - 329,170 

Post Retirement Obligation (increase liabiities) - (5,638,000) 


Restated Accummulated Surplus - (179,144,319) 


46. Going concern 

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 

47. Events after the reporting date 

No events having financial implications requiring disdosure occured subsequent to 30 June 2014 

48. Unauthorised expenditure 

Unauthorised Expenditure 
Condoned Unauthorised 


10,696,865 

(10,696,865) 
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49. Fruitless and wasteful expenditure 

Fruitless and Wasteful Expenditure 
Condoned Fruitless and Wasteful Expenditure 


7,849 

(7,849) 


50. irregular expenditure 
Opening balance 

Add: Irregular Expenditure - current year 
Less: Amounts condoned during the year 
Expenditure raised by Auditor General not condoned 

11,558,608 6,972,169 


6,972,169 3,257,126 

586,875 867,212 

(2,022,121) (4,124,338) 

6,021,685 6,972,169 


61. Contigent Liabilities : (Litigations matters ) R 2 385 887.13 ■ Access road Hlabe to KwaNgubelanga (early 
termination of contract )and other Municipal By-laws implementation disputes 

52. Contigent Liabilities : Wage Curve Agreement : 

On 21 April 2010 SALGA signed the “Categorisation and job evaluation wage curves collective agreement” (wage 
curve agreement) with IMATU and SAMWU on behalf of municipalities. The agreement established the wage curves 
and wage scales to be used by municipalities In determining the wages of municipal employees, based on an 
evaluation of employees’ Jobs per the TASK Job evaluation system. Subsequent to the signing of the agreement, 
the unions declared a dispute with the agreement. The dispute >was referred to the Labour Court and the court 
delivered a ruling on 22 June 2012 that employees receive a salary increase backdated with effect from 1 July 2010 
Instead of 1 July 201 1 . SALGA, on behalf of municipalities, applied for leave to appeal this ruling and was granted 
the right to appeal against the Judgement on 29 August 2012. To date this Labour Court of Appeal case has not 
been fInallsed.The Municipality has not yet stated the process of the job evaluations and as a result of the 
uncertainties arising from the dispute declared by the unions and the pending litigation regarding the wage curve 
agreement, the municipality may have an additional payable for employee wages, depending on the outcome of the 
pending litigation and finalization of Job evaluation . As a result of the above standing issues Is not practicable to 
reliably estimate the amount of this payable. 

53. Additional disclosure in terms of Municipal Finance Management Act 
Contributions to organised local government(SALGA) 


Current year subscription / fee 

Amount paid - current year 

20,000 

(20,000) 

838,779 

(838,779) 

Audit fees 



Current year subscription / fee 

Amount paid - current year 

1,273,398 

(1.273.398) 

1,051,140 

(1,051,140) 

PAYE and UIF 



Current year subscription / fee 

Amount paid - current year 

4,357,082 

(4,357,082) 

4,185,797 

(4,185,797) 
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53. Additional disclosure in terms of Municipal Finance Management Act (continued) 

Pension and Medical Aid Deductions 

Current year subscription / fee 6,872,722 6,557,207 

Amount paid - current year (6,872,722) (6,557,207) 

VAT 

VAT receivable 1,628,105 2,832,789 

VAT output payables and VAT input receivables are shown in note 10. 

All VAT returns have been submitted by the due date throughout the year. 

Councillors' arrear consumer accounts 

The following Councillor had arrear accounts outstanding for more than 90 days at 30 June 2014: 


30 June 2014 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor A Houston 

- 

19,099 

19,099 


54. Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy 
must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process In 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officers and includes a note to the financial statements. 

55. Budget differences 

Material differences between budget and actual amounts 

See Statement of comparison on Budget and Actual amount and Appendix E 

56. Afforestation 

The municipality's plantations are known as The Umuziwabantu Municipality Harding Afforestation Scheme. This Scheme has 
entered into an agreement with NCT Forestry Co-operative in terms of whic^ the latter has taken over the management of the 
timber plantations owned by The Umuziwabantu Municipality Harding Afforestation Scheme. By agreement this function is now 
being performed by NCT T ree Farming (Pty) Ltd, a wholly owned subsidiary of the co-operative. 

In terms of this agreement NCT Tree Farming (Pty) Ltd Is entitled to a profit share equal to 5% of the net profit generated by the 
forestry operations prior to the deduction of such fee. 

Further, NCT T ree Farming (Pty) Ltd is not entitled to any payment otiier than the recovery of direct costs should the forestry 
operation not make a profit, or if a loss is made in any year, nor Is it liable for any losses other than in the case of NCT Tree 
Farming (Pty) Ltd's negligence in terms of the agreement 

No taxation has been provided as the net income is attributable directly to the Umuziwabantu Municipality.ln previous years the 
Afforestation Scheme was accounted for using the equity mettiod.From 1 July 2007 the Scheme's operations have been 
incorporated on a line-by-line basis into the financial statements. 
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57. Private public partnerships 


58. Housing Development Fund 

Property Plant and Equipment 
Housing Rental Debtors 
Cash Resources 
Creditors 
Heading 


59. Supply chain section 36 deviations 

Thuthukani Taxi Association 
Edwins Motors 
EMC Motors 
Sky Blue Media 
South Coast Herald 
Harvey World 
Thomson Motors 
Mascor Mount Cuirte 
New Hollard 
Global Transformer 
Bates Garage 
Supa Quick 
Union Motors 
Post Office 
Kokstad Nissan 
Barloworld Equipment 
Payday 

Other Deviations 


2014 

R 

2013 

R 

ir 2013/2014 

763,053 

763,053 

50,354 

50,354 

3,798,052 

3,798,052 

(317,537) 

(317.537) 

4,293,922 

4,293,922 

June 2014 

226,350 

178,200 

- 

13,010 

- 

17,392 

3,465 

11,966 

- 

15.569 

- 

18,233 

- 

33,636 

60,887 

- 

68,053 

_ 

251,776 


37,493 

. 

8,996 

. 

16,769 

. 

46,206 


37,464 


216,318 

• 

210,816 

. 

422,311 

1,514,085 

1,586,894 

1,801,989 


Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy 
must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process In 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officers and Includes a note to the financial statements. 


52 





